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Deéar Mr) Dahnke: i : .

Pur u,aﬁ’c to Youz; tequeét. I anm writiné to outline a facE

scenarig. £or your review dnd advice as to whether a £iling is
requized under the Hart-Scott-Rodino Antitrust Improvements Act

. of 1976 |(the *Act"). The |proposed transaction involves two
. sequentdfial steps — ‘the formation of a Partnership and the

formatidn. (or ownership by way of the partners' capital
contribution) by the Partnership of two wholly-owned o
subsfdidries. In addition, ‘the Partnership Agreement provides
for a djvision of assets upon dissolution and upon redemption

of a pagtner's interest.

The ',azi;tnership' is befng formed pursuant to a court order

upon setitlement of certesin' litigation between affiliates of the
pertners of the Partnership. The formation of the Parimership

e [division of assets vpon dissolution or redemption of a

s {nterest is subject to the approval of the Federal

igations Cdmission.,f§
_ P
The specific facts are.as follows:

: . I ; -
oration A and Corgoration B each intend to contribute
lous stock and partnership interests an@ assets to form &
paxrtnership in which ‘Corporation A will have a 51% interest and
Corporation B will have a 49% interest. As a result of certain

stock interests contributed by Corporation:A, the Partnership
will have one wholly-owned spbsidiary ("Sub. I*) upon formation
of the Part{nership. The Fartnership will slso form a secdnd
wholly-owned subsidiary ("Sub. ®W*). The remaining properties .
received £rom Corporation A and the remaining properties = &
tﬁgeiﬁeq £xom Corporation B will be c¢ontributed.-to Sub. W..
(Corporation B will also contribute cash t6 Sub. I.) ,
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. The Paxtnership will wn 100% of the mtmg securities of
. the two subsidzaries. The' Partnership Agreqnent will provide
| . - that 9u% or more of the profits and losses with respect tb |
i Sub. I be allocated to COrporation B, and 90% or more of
©  the profits and losses of,Sub. W will be allocated to Co
Corporai:ion A. Upon dissolution of the Partnersh:,p, the .
aIlocatibn. provisions are| substantively sim:r.lar to the ,
foregoing grovisions, subject in certain circumstances to'a
bﬁyaout of! the partmer having a minority jnterest in the @
protits and losses of thelrelevant subsidiary. The Partnership
. egt will further pr071de that a partner s interest may be
Py . 'reﬂééﬁe fo
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ukder certain circumstances. In redemption of :
Corporation A's interest fn 'the Partmership, Corporation A will
receive|the stock of :Sub. jw . In redemption of Corporation B’s
interest in the Partnershﬂp. Corporation B will receive the:
_stock of Sub. I. In addition, under the terms of the L
Partnerfhip Agreement, Corporation A will direct the i
Partnership's vote of the [stock of (and will control a majority
of the Board seats of) Sub. W. Corporation B will be able to
drrect,the'Partnershrp s vote of the stock of (and will control
@ majox ty of the Board seats of) Sub. I.E

¥For pu ses of your anglys1s, assume that Corporation A

aﬁﬁ.Corgoration B satisfy ithe *size of person™ test and that
. the valie of the properties contributed by Corporation A es; .a
- whole: sna the value of the: gropertles contributed by

Corpcration B as a whole eadh exceed $15 million. Reviewing
each step of the proposedstnansaction, it would appear that the
transaction is not reportable. The formation of a partnership
is not reportable becauseils C.F.R. §801.40 is limited to. .
incorporated joint ventures.. Similarly, the Commission has '
stated in earljer pronouncements that partnership interests are
not considered voting securrties or assets. ' Further, the'
formatidn of a wholly-owned subsidiary is exempt under 16:.
C.E.R. 802 30. Thus, it honld appear no leing is required
for ei er step.

) . For the teasons set Edrth herein, we do not believe that
" the proqlsions of the Act japply to this trhnsact:on. We would
apprecigdtel it if yon would confi is pt: your earliest .
convenidnce, You may contact






